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(21) Asset retirement costs. The costs
recognized as a result of asset retire-
ment obligations incurred during the
construction and testing of service
company property must constitute a
component of construction costs.

(b) [Reserved]

§367.52 Overhead construction costs.

(a) All overhead construction costs,
such as engineering, supervision, gen-
eral office salaries and expenses, con-
struction engineering and supervision
by others than the service company,
law expenses, insurance, injuries and
damages, relief and pensions, taxes and
interest, must be charged to particular
jobs or wunits on the basis of the
amounts of the reasonably applicable
overheads.

(b) As far as practicable, the deter-
mination of payroll charges includible
in construction overheads must be
based on the related time card distribu-
tions. Where this procedure is imprac-
tical, special studies must be made pe-
riodically of the time of supervisory
employees devoted to construction ac-
tivities to the end that only the over-
head costs that have a definite relation
to construction must be capitalized.

(c) The records supporting the entries
for overhead construction costs must
be kept so as to show the total amount
of each overhead for each year, the na-
ture and amount of each overhead ex-
penditure charged to each construction
project and to each property account,
and the bases of distribution of such
costs.

§367.53 Service company property
purchased or sold.

(a) When service company property is
acquired by purchase, merger, consoli-
dation, liquidation, or otherwise, after
the effective date of this system of ac-
counts, the costs of acquisition, includ-
ing related incidental expenses, must
be charged to the appropriate service
company property accounts and ac-
count 107, Construction work in
progress (§367.1070), as appropriate.

(b) If property acquired is in a phys-
ical condition so that it is necessary to
rehabilitate it substantially in order to
bring the property up to the standards
of the service company, the cost of the
work, except replacements, must be ac-
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counted for as a part of the purchase
price of the property.

(c) Unless otherwise authorized by
the Commission, all service company
property acquired from an affiliate
company must be recorded at its book
value. Additionally, if property is ac-
quired that is in excess of $10 million
and has been previously devoted to
public service at a price above book
value, the service company must file
with the Commission the proposed
journal entries associated with the ac-
quisition within six months from the
date of acquisition of the property.

(d) When service company property is
sold, conveyed, or transferred to an-
other by sale, merger, consolidation, or
otherwise, the book cost of the prop-
erty sold or transferred to another
must be credited to the appropriate
service company property accounts.
The amounts (estimated, if not known)
carried with respect the accounts for
accumulated provision for depreciation
and amortization must be charged to
those accounts. The difference, if any,
between the net amount of debits and
credits and the consideration received
for the property (less commissions and
other expenses of making the sale)
must be included in account 421.1, Gain
on disposition of property (§367.4211),
or account 421.2, Loss on disposition of
property (§367.4212).

(e) In connection with the acquisition
of service company property previously
devoted to service company operations
or acquired from an associate com-
pany, the service company must pro-
cure, if possible, all existing records re-
lating to the property acquired or re-
lated certified copies, and must pre-
serve the records in conformity with
regulations or practices governing the
preservation of records of its own con-
struction.

§367.54 Expenditures on leased prop-
erty.

(a) The cost of substantial initial im-
provements (including repairs, re-
arrangements, additions, and better-
ments) made to prepare service com-
pany property leased to be used for a
period of more than one year, and the
cost of subsequent substantial addi-
tions, replacements, or betterments to
the property, must be charged to the
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